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Further  small  increases  in  farm  real  estate  values  since  July  1  in  all 
except  3  States  raised  the  national  index  4  points  to  163  percent  of  the  1947- 
49  average  as  of  November  1.     This  was  3  percent  above  the  July  index  and 
6  percent  above  the  index  a  year  earlier.     Largest  increases  in  the  last  4 
months  occurred  in  the  eastern  third  of  the  country.     Nominal  changes  oc- 
curred in  New  York,    Ohio,    Michigan   and   Wisconsin,    and  in  Kansas, 
Missouri,    Arkansas,    and  Louisiana.     Values  in  several  Mountain  States 
also  remained  at  about  their  July  1  level. 


CHANGE  IN  DOLLAR  VALUE 
OF  FARMLAND* 

Percentages,  November  1957  to  November  1958 


U.S.  INCREASE 

6% 


U.S.  DEPARTMENT  OF  AGRICULTURE 


BASED   ON  INDEX  NUMBERS   OF 
VALUE  PER   ACRE,   INCLUDING 
IMPROVEMENTS. 


NEC  58(111-2613     AGRICULTURAL  RESEARCH    SERVICE 


Figure  1 


TYPES  OF  FARMING  AREAS 
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CURRENT  DEVELOPMENTS  IN  THE  FARM  REAL  ESTATE  MARKET 

July  -  November  1958 

Approved  by  the  Outlook  and  Situation  Board,  November  13,  1958 

SUMMARY 

During  the  U  months  ended  November  1,  1958,  the  market  value  of  farm 
real  estate  increased  2  percent  or  more  in  35  States.  Values  were  essen- 
tially unchanged  in  the  other  13  States.  The  national  index  of  average 
value  per  acre  was  163  (19U7 -U9=100),  3  percent  above  the  July  1,  1958, 
level.  In  terms  of  the  1912 -1U  United  States  average  value,  the  index 
was  27U«  The  total  dollar  value  of  farm  real  estate  (land  and  buildings) 
was  $121.5  billion  on  November  1,  1958* 

In  the  12  months  ended  November  1,  1958 $   farmland  values  increased 
6  percent.  Values  increased  3  percent  or  more  in  all  States;  in  31  States, 
the  increase  exceeded  5  percent.  On  November  1,  farmland  values  were  at 
record  high  levels  in  hi   States.  In  South  Dakota,  values  were  still  below 
the  1920  peak. 

In  1959,  market  prices  of  farm  real  estate  are  expected  to  continue 
the  upward  trend  of  recent  years.  Although  the  trend  may  lose  some  of  its 
momentum  in  the  last  half  of  the  year  if  farm  income  declines  as  expected, 
the  total  national  increase  for  the  year  could  still  be  as  large  as  the 
6-percent  rise  in  1958. 

Reporters  in  an  October  1958  survey  of  the  farm  real  estate  market 
agreed  that  there  were  fewer  farms  on  the  market  this  last  summer  and 
early  fall  than  a  year  ago.  During  the  same  time  period,  they  estimated 
that  more  people  were  looking  for  farmland  to  buy. 

The  rate  of  voluntary  transfers  of  farm  real  estate  in  1958  may  be 
somewhat  higher  than  a  year  ago.  Indications  of  an  increase  were  quite 
strong  in  the  western  Corn  Belt,  spring  wheat,  and  Lake  States  dairy 
areas.  Foreclosures  and  distress  transfers  continue  at  a  low  level. 

Credit  with  which  to  buy  farmland  was  more  readily  available  this  fall 
than  a  year  ago,  and  at  a  slightly  lower  cost.  Interest  rates  were  unchanged 
for  some  lenders  and  lower  for  others.  Loan  limits  increased  and  appraised 
values  also  moved  upward.  Interest  rates  on  farm  mortgages  in  1959  probably 
will  be  higher  than  in  the  fall  of  1958  if  yields  on  Government  and  corporate 
securities  remain  as  high  as  they  are  now. 
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CURRENT  MARKET  DEVELOPMENTS 


Generally  strong  demand  for  land  and  limited  market  supply  have 
characterized  the  land  market  for  the  last  several  years.  Indications 
are  that  this  situation  may  have  become  more  pronounced  this  fall  as  a 
result  of  the  generally  improved  financial  position  of  farmers.  Higher 
incomes  realized  or  in  prospect  from  the  exceptionally  favorable  1958 
crop  season  have  provided  the  cash  necessary  for  more  farmers  to  buy  land. 
The  recent  upturn  in  the  general  economy  has  revived  concern  about  further 
inflation.  Although  these  generalizations  do  not  apply  to  all  areas  of 
the  country,  in  fewer  areas  than  usual  this  fall  were  crop  outturns  and 
price  situations  sufficiently  adverse  to  affect  the  land  market. 

Values  Advance  3  percent  in  Summer  and  Early  Fall  of  1958 

The  market  value  of  farm  real  estate  increased  3  percent  between  July  1 
and  November  1,  1959  (table  1).  The  United  States  index  of  average  value 
per  acre  was  163  (19U7-U9=100)  as  of  November  1.  From  July  to  November, 
values  increased  2  percent  or  more  in  35  States,  but  were  essentially  un- 
changed in  the  other  13  States.  States  showing  only  nominal  changes  were 
located  in  3  general  areas;  one  such  area  includes  New  York,  Ohio,  Michigan 
and  Wisconsin.  The  second  includes  2  Delta  States  -  Arkansas  and  Louisiana. - 
and  Missouri  and  Kansas.  The  remaining  area  included  k  of  the  Mountain 
States. 

Most  of  the  States  that  showed  the  largest  increases  were  located  along 
the  Atlantic  Coast  where  concentrations  of  urban  population  continue  to 
exert  upward  pressures  on  land  prices.  As  for  the  last  several  years, 
Florida  again  showed  the  largest  increase  -  5  percent-  as  a  result  of  a 
combination  of  expanding  population  and  prospects  of  good  returns  from 
citrus o 

Farmland  values  were  at  record  high  levels  in  kl   States  this  fall. 
Values  in  Colorado  exceeded  the  1952  peak  for  the  first  time,  but  values 
in  South  Dakota  were  still  20  percent  below  the  1920  peako 

Increase  in  Values  Since  November  1957  Averages  6  Percent 

In  the  12  months  ended  November  1,  1958,  the  United  States  average 
value  of  farm  real  estate  per  acre  increased  6  percent  (fig.  1).  Although 
this  is  a  little  less  than  in  the  preceding  12  months,  it  was  the  second 
largest  increase  for  a  similar  period  since  November  1950  when  the  Korean 
outbreak  sparked  a  near-record  advance  of  lU  percent  in  the  following 
12  months.  In  the  latest  12  months,  values  increased  3  percent  or  more 
in  all  States,  and  more  than  5  percent  in  30  States.  As  in  the  July-November 
1958  period,  largest  increases  for  the  year  were  in  those  States  in  which 
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Table  1«-  Percentage  change  in  index  of  average  value  of  farm  real  estate  per 
acre,  by  farm  production  regions,  selected  periods,  1956-58 


Region 

:  Change  during  year  ending 
November 

Change  during  l\   months  ending 
!        November 

!  1956  :  1957  :  1958 

i              •              •              < 
»              •              • 

1  1956  :  1957  :   1958 

•             • 

< 

:  Percent  Percent  Percent 

:  Percent  Percent  Percent 

!   5        8      6   ! 
h              6     5. 

k                  8       5    = 

•  5        7       6. 

•  10         11       10     ! 

:   9       8      6   . 
:   k                  8       5    . 
-  -  1       7      8   s 
:   1       6      5 
:   8       7      8 

:   2       1       2 
i       3       1       2 
:   2       1       1 
:   2       2        2 
:   3       2       3 
:   3       2       2 
:   2       U       3 
:   1       2       1 
:   0       2       1 
:   3       1       2 

Delta  States ■ — 

Southern  Plains 

Northern  Plains : 

U       8      6 

;   2       2       3 

nonfarm  influences  are  strongest,  although  increases  in  several  of  the 
Northern  Plains  States  were  as  large  as  in  these  eastern  States.  Values 
increased  15  percent  in  Florida,  the  largest  increase  for  any  State,  9  percent 
in  California  and  11  percent  in  Massachusetts.  In  several  other  New  England 
States,  as  well  as  in  Maryland  and  Delaware,  the  increase  amounted  to  8  percent* 
Equally  large  increases  were  recorded  for  North  Dakota,  South  Dakota, and 
Nebraska. 


Reporter's  Opinions  of  Current  Levels  of  Market  Prices 

Nondealer  reporters  in  the  October  1958  survey  of  the  farm  real  estate 
market  were  asked  to  express  their  opinions  concerning  current  land  values.  1/ 


1/  The  material  in  this  and  succeeding  sections  is  based  on  the  replies  to 
a  mail  survey  of  the  Department's  farm  real  estate  reporters  made  in  October 
of  this  year.  Separate  questionnaires  were  sent  to  2  groups  of  reporters; 
(1)  Farm  real  estate  dealers,  and  (2)  nondealers,  including  local  bankers, 
lawyers,  abstractors,  county  officials,  local  representatives  of  lending 
agencies,  and  others  familiar  with  the  farm  real  estate  market  in  their 
locality.  Most  of  these  reporters  have  participated  in  similar  surveys 
conducted  in  March  and  October  each  year.  As  they  are  in  close  contact 

Footnote  continued  next  page 
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They  were  asked  to  consider  current  levels  of  farm  income  and  commodity  prices 
and  then  to  indicate  whether  they  thought  land  values  in  their  locality 
were  too  high,  about  right,  or  too  low.     About  half  of  the  reporters  were  of 
the  opinion  that  land  values  were  about  right  in  relation  to  income  (table  2). 
The  same  question  was  asked  reporters  in  the  October  1955  survey.     At  that 
time,  when  farm  income  had  been  declining  for  k  years  and  land  values  had  been 
increasing  for  3  years,  about  two-fifths  of  the  reporters  thought  that  land 
was  priced  about  right  in  relation  to  income   (fig.  3).     However,  nearly  half 
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Figure  3 


1/  -Continued 
with  sellers  and  buyers  and  are  believed  to  keep  well  informed  as  to 
current  market  trends,  their  opinions  are  considered  to  reflect  those  held 
generally  within  their  communities.     A  preliminary  summary  was  made  of  the 
replies  from  about  3*000  nondealer  and  1,000  dealer  reporters  in  order  to 
provide  as  much  information  as  possible  for  the  1959  Agricultural  Outlook 
Conference. 
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Table  2 •-     Farm  real  estate:      Reporters'   opinions  regarding  current   levels  of 
land  values,    selected  type-of -farming  areas  and  United  States,   October   1955 
and   1958  surveys   1/ 


Type-of-farming  area  2/ 


Percentage  of  reporters  who  thought  that  the  current 
level  of   land  values    in  relation  to  farm  income  was- 


Too  high 


1955 


1958 


About  ri^ht 


1955 


1958 


Too   low 


1955 


: 


1958 


Northeast  dairy- 
Lake  States  dairy- 
General  farming— 
Eastern  Corn  Belt' 
Western  Com  Belt- 
Spring  wheat— 
Winter  wheat- 


Eastern  cotton- 
Central  cotton — 
VJestern  cotton- 
Northern  range 

livestock — ■  • - 

Southern  range 

livestock——— 


California  specialty— 
United  States  1/ 


Pet. 

42 
58 
48 
67 
44 

27 
61 

54 
44 
60 

62 

51 
62 


Pet. 

26 
29 

58 
61 
50 

55 
50 
50 
40 

55 

48 

54 
_55_ 


Pct. 

49 
49 

41 
27 
49 
61 

52 

57 
48 
54 

50 

59 
-21 


Pet. 

65 

58 

55 
56 

65 

54 

42 

59 

51 
44 

48 

40 


Pet. 

9 

15 

11 

6 

7 
12 

7 
9 
8 
6 

8 

10 
2 


Pet. 

9 

15 

7 

5 

7 

11 

8 

11 

9 

5 


48 


59 


44 


55 


8 


8 


1/  Based  on  replies  to  the  following  question  asked  nondealer  reporters  in 
both  surveys:   Considering  current  levels  of  farm  income  and  commodity  prices, 
do  you  think  that  current  market  prices  for  farmland  in  your  area  are- 

a.  Too  high 

b.  About  right 
c»  Too  low 

2/  See  map,  page  2, for  location  of  each  area. 

2/  Includes  7  additional  areas  not  shown  separately. 


believed  that  values  were  too  high  then,  as  compared  with  less  than  two-fifths 
in  the  current  survey.  The  proportion  who  expressed  the  view  that  values 
were  too  low  was  about  the  same  in  both  surveys  -  less  than  a  tenth. 


Although  the  distribution  of  opinions  for  both  dates  varied  widely 
among  areas,  changes  in  opinions  within  several  farming  areas  are  probably 
more  significant.  Only  the  spring  wheat  and  southern  range  livestock  areas 
showed  a  higher  proportion  of  reporters  in  1958  than  in  1955  who  believed 
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that  values  were  too  high.  Elsewhere,  the  proportion  declined  between  the 
two  dates.  The  drop  was  greatest  in  the  Northeast  dairy  and  western  Corn 
Belt  areas.  Considering  differences  among  areas  in  1958,  three-fifths 
of  the  reporters  in  the  eastern  Corn  Belt  thought  that  values  were  too 
high,  whereas  only  a  third  in  several  other  areas  were  of  this  opinion o 

No  doubt  some  of  these  shifts  in  opinion  reflect  changes  in  crop  and 
income  conditions  between  1955  and  1958,  as  well  as  the  relative  importance 
of  nonfarm  influences.  The  most  notable  improvement  in  crop  conditions 
has  occurred  in  the  western  Corn  Belt  and  spring  wheat  areas  while  nonfarm 
demand  continues  to  add  strength  to  the  land  market  in  the  Northeast  and 
Lake  States. 

Small  Increase  in  Sales  Volume  Probable  in  1958 

Indications  from  the  October  1958  survey  are  that  the  rate  of  voluntary 
transfers  of  farm  real  estate  may  be  a  little  higher  than  it  was  a  year  ago. 
This  trend  was  evident  in  the  western  Corn  Belt,  spring  wheat,  and  Lake 
States  areas  but  in  most  other  areas  the  rate  appeared  to  be  about  the 
same  as  last  year.  Nationally,  the  number  of  sales  by  dealers  in  the 
March  to  October  period  of  1958  averaged  about  the  same  as  in  the  comparable 
period  of  1957 •  Small  increases  in  the  spring  wheat,  southern  range  live- 
stock and  western  cotton  areas  were  offset  by  small  declines  in  the  North- 
east dairy,  general  farming,  and  western  wheat  areas. 

Survey  indications  support  the  experience  of  lenders  that  foreclosures 
and  distress  transfers  are  continuing  at  a  very  low  level.  Although  rates 
of  principal  payments  of  mortgage  loans  held  by  life  insurance  companies 
were  a  little  lower  in  the  second  quarter  of  1958  than  a  year  earlier, 
collection  difficulties  are  rare.  The  number  of  mortgages  in  process  of 
foreclosure  was  below  the  number  a  year  ago  and  were  largely  limited  to 
cases  where  personal  circumstances  of  the  borrower  necessitated  such  action. 

Fewer  Farms  on  the  Market  this  Year 

Both  dealers  and  nondealers  reported  that  fewer  farms  were  on  the  market 
this  last  summer  and  early  fall  than  a  year  ago.  The  number  of  properties 
listed  with  dealers  was  about  the  same  or  less  than  in  October  1957  in  most 
areas  of  the  country.  The  more  general  observation  of  nondealers  as  to  the 
number  of  farms  on  the  market  showed  a  stronger  consensus  that  the  number 
was  less  this  fall  than  a  year  ago. 

Renewed  concern  about  future  inflation  and  better  returns  from  land 
this  year  because  of  the  favorable  crop  season  may  have  postponed  the  decision 
of  some  nonoperating  landowners  to  sell  their  holdings.  The  tax  on  capital 
gains  continues  to  act  as  a  deterrent  to  sale,  although  the  land  contract 
is  used  more  frequently  as  a  means  to  minimize  these  tax  payments.  Higher 
rates  of  payment  for  land  entered  under  the  1959  Conservation-reserve  program 
have  made  this  program  a  more  attractive  alternative  to  selling. 
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An  additional  indication  of  the  generally  tight  market  supply  of  land 
was  obtained  from  replies  to  an  opinion  question  directed  to  nondealer  re- 
porters.    In  both  the  October  1955  and  October  1958  surveys,  each  reporter 
was  asked  to  assume  that  he  owned  an  average  farm  in  his  community  that  he 
himself  was  not  farming  for  which  he  could  get  the  current  market  price. 
The  question  posed  was,   "Do  you  think  now  is  a  good  time  to  sell?". 

Nationally,  about  two-fifths  of  the  reporters  answered  "Yes"  this 
fall,   compared  with  about  half  in  1955.     The  proportion  was  less  in  1958 
than  in  1955  in  all  areas  except  in  the  California  specialty  area;   the  de- 
cline was  sharpest  in  the  general  farming,  eastern  Corn  Belt,   and  central 
cotton  areas  (table  3)»     The  proportion  answering  "No" increased  from  28 

Table  3»-Farm  real  estate:     Reporters'   opinions  as  to  whether  now  is  a  good 
time  to   sell  farmland,   selected  type-of-farming  areas  and  United  States, 
October   1955  and   1958  surveys    1/ 


Type-of-farming  area  2/ 


Percentage  of  reporters  answer ing- 


Yes 


1955     ,      1958 


No 


1955    ,     1958 


Not  sure 


1955 


1958 


Northeast  dairy—— 
Lake  States  dairy— — 

General  farming— 

Eastern    Com  Belt 

Western  Corn  Belt. 

Spring  wheat———- 
Winter  wheat- 
Eastern  cotton- 
Central  cotton- 
Western  cotton- 
Northern  range 

livestock— — 
Southern  range 

livestock- 


California  specialty- 
United  States  2/- 


Pct, 

65 
55 

58 

56 
46 
MO 
46 
46 

49 

50 

57 

47 
_1L_ 


Pct. 

62 
57 
45 
41 
40 
58 
40 

57 
56 
45 

47 
45 


Pct. 

16 
28 
22 
26 
52 
55 
55 
51 
50 
50 

24 

50- 

45 


Pet. 

18 
44 
54 
40 
58 
45 
55 
42 
41 
58 

52 

40 
_50_ 


Pet. 

19 
19 
20 
18 
22 

25 
21 

25 
21 

20 

19 

17 
26 


Pet. 

20 
19 
25 
19 
22 

17 

25 
21 

25 
19 

21 

15 
_1_ 


52 


45 


28 


57 


20 


20 


1/  Based  on  replies  to  the  following  question  asked  nondealer  reporters  in 
both  surveys*   Suppose  you  owned  an  average  farm  in  your  community  that  you 
were  not  farming  yourself  and  could  get  the  current  market  price  for  it,  do 
you  think  now  is  a  good  time  to  sell?  Yes,   No,   Not  sure. 

2/  See  map,  page  2,  for  location  of  each  area, 

2/     Includes  7  additional  areas  not  listed  above. 
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percent  in  1955  to  37  percent  in  1958.  All  areas  showed  a  similar  shift.  The 
disinclination  to  sell  increased  most  in  the  Lake  States  dairy,  general 
farming,  and  eastern  Corn  Belt  areas. 

Inquiries  to  Purchase  Land  More  Frequent 

Nearly  a  third  of  the  nondealer  reporters  said  they  had  observed  more 
interest  in  the  purchase  of  land  this  summer  and  early  fall  than  in  the 
same  period  a  year  ago.  About  half  said  that  interest  was  about  the  samej 
the  rest  thought  it  was  less  in  their  areas.  On  balance,  the  distribution 
of  opinions  this  October  was  more  heavily  weighted  toward  indications  of 
stronger  demand  than  were  the  opinions  from  the  October  1957  survey.  This 
was  true  particularly  in  the  spring  wheat,  western  cotton  and  western  Corn 
Belt  areas.  Demand  may  be  a  little  less  than  last  year  in  the  Northeast 
dairy  area. 

Dealer's  reports  as  to  the  number  of  inquiries  to  buy  land  showed 
the  same  general  regional  differences  as  those  of  nondealers.  However,  the 
southern  range  livestock  area  appears  to  be  an  additional  area  in  which 
demand  was  a  little  stronger  this  fall. 

Comparisons  between  prices  asked  by  sellers  of  farm  real  estate  and 
actual  sales  prices  provide  another  measure  of  the  strength  of  weakness 
of  demand  for  land.  Farm  real  estate  dealers  have  provided  such  information 
for  a  sample  of  sales  occurring  in  the  6  months  preceding  each  October 
since  1955*  Although  one  would  expect  sellers  to  set  initial  asking  prices 
somewhat  higher  than  they  would  be  willing  to  accept,  the  spread  between 
these  two  prices  should  reflect  the  relative  strength  or  weakness  of  the 
market. 

Because  a  "sellers  market"  has  prevailed  for  the  last  U  years  and 
prices  have  trended  upward,  one  would  expect  a  smaller  difference  between 
asking  and  sales  prices  than  when  market  prices  are  declining.  This  has 
been  true  in  most  areas,  as  sales  prices  have  averaged  only  5  to  7  percent 
below  asking  prices.  Data  for  1958  showed  only  a  few  changes  from  a  year 
earlier  in  the  asking-sales  price  ratio,  but  those  observed  support  other 
indications  as  to  the  probable  changes  in  the  demand  for  land. 

The  relative  importance  of  demand  from  various  classes  of  buyers  is 
indicated  by  nondealer' s  replies  to  a  question  in  the  October  1958  survey. 
They  were  asked  to  appraise,  for  several  classes  of  prospective  buyers,  the 
desirability  of  buying  land  now,  or  of  waiting  until  later  (table  k) •     Replies 
showed  a  strong  consensus  that  established  owner-operators  should  buy  land 
now,  whereas  opinions  were  less  definite  for  other  classes  of  buyers.  In 
most  areas,  the  percentage  of  reporters  who  would  advise  purchase  was  lowest 
for  investor  buyers  and  highest  for  owner-operators.  However  prospective 
buyers  who  are  now  tenants  ranked  nearly  as  high  as  owner-operators. 
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More  than  half  of  the  reporters  in  most  areas  would  advise  the  investor 
not  to  buy  land.  Comments  indicated  that  this  position  was  taken  because 
of  the  low  current  rate  of  return  on  land  as  an  investment.  However,  many 
reporters  observed  that  the  safety  and  inflation-hedging  features  of  land 
would  often  modify  their  recommendations. 

Although  differences  in  recommendations  were  not  pronounced  among 
areas,  those  observed  can  be  related  to  differences  in  the  amount  of  capital 
needed  to  become  established  in  farming.  Thus,  only  a  third  of  the  reporters 
in  the  eastern  Corn  Belt  and  northern  range  livestock  areas  would  recommend 
that  the  nonfarmer  buy  a  farm  to  operate.  More  initial  capital  is  needed  to 
enter  farming  in  these  areas  than  elsewhere.  Conversely,  where  capital  re- 
quirements are  lower,  as  in  the  eastern  cotton  and  Lake  States  dairy  areas, 
about  half  the  reporters  would  advise  purchase. 

Mortgage  Credit  More  Readily  Available  at  Slightly  Lower  Cost 

Reporters  in  most  areas  observed  that  credit  with  which  to  buy  farmland 
was  more  readily  available  this  fall  than  a  year  ago  •  Nationally,  about  a 
fifth  of  the  reporters  noted  an  increase  in  the  general  availability  of 
credit,  while  less  than  a  tenth  observed  a  decline.  Strongest  evidence  of 
more  credit  being  available  was  given  by  reporters  in  the  Corn  Belt,  spring 
wheat,  western  cotton,  and  northern  range  livestock  areas • 

Reporters  in  all  areas  noted  that  loan  limits  had  increased  since  the 
fall  of  1957.  This  was  most  apparent  in  the  Corn  Belt,  wheat,  and  northern 
range  livestock  areas  where  more  than  a  fourth  reported  an  increase  in 
loan  limits.  Appraised  values  were  also  higher  than  in  the  fall  of  1957 
for  some  lenders.  Indications  of  higher  appraised  values  were  strongest 
in  the  Corn  Belt,  wheat,  cotton  and  range  areas.  In  195$,  the  Federal 
land  banks  revised  their  appraisal  standards  upward..  However,  these  re- 
visions were  selective  and  did  not  apply  to  all  grades  of  land.  Values 
for  some  lower  quality  land  were  unchanged  while  the  largest  increases 
applied  to  land  of  better  quality. 

Interest  rates  on  farm  mortgages  in  the  fall  of  195c  were  a  little 
lower  than  those  prevailing  a  year  earlier  (table  5) •  Reporters  estimated 
that  rates  charged  by  life  insurance  companies  and  individual  lenders 
were  about  the  same,  while  commercial  bank  rates  were  about  one-half  of 
one  percentage  point  below  a  year  earlier.  A  similar  decline  has  occurred 
in  rates  charged  by  the  Federal  land  oanks.  However,  higher  interest  rates 
in  central  money  markets  currently  are  causing  upward  pressures  on  rates 
for  farm  mortgage  loans. 

Although  the  number  of  new  mortgages  secured  by  farm  real  estate  has 
declined  each  year  since  1955  >  the  dollar  volume  of  loans  has  been  partly 
maintained  by  increases  in  the  average  size  of  loans.  For  the  first  6  months 
of  1958,  the  amount  loaned  was  only  1  percent  less  than  in  the  same  period 
of  1957  but  the  number  of  loans  was  down  6  percent •  The  dollar  volume  of 
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Table  5*-  Farm-mortgage  interest  rates?     Reporters'    estimates  of  rates  charged, 
by  type  of  lender,   selected  type -of -farming  areas  and  United  States,  October 
1,  1956-58 


Type-of -farming  area  1/ 


Individuals 


1956  : 1957: 1958 


Life 
insurance 
companies 


1956  :1957  :1958 


Commercial 
banks 


1956:1957  :1958 


Percent 


Northeast  dairy 

Lake  States  dairy — : 

General  farming — 

Eastern  Corn  Belt     

Western  Corn  Belt    — 

Spring  wheat- — .-- .— — 

Winter  wheat— — — — 

Eastern  cotton—— — ■ 

Central  cotton ■ 

Western  cotton— — 

Northern  range  livestock- 
Southern  range  livestock- 
California  specialty- 


5.U 

u.e 

$.9 
5o0 

U.9 
5.3 
5.7 

6.6 
6.7 
6.5 
6.1 
6.0 
6*2 


5^  5.ii 
5.2  5.1 
6.1  5.8 
5.U  5.3 
5.1  5.0 

6.1  5.U 

6.2  5.7 
6.9  6.7 
6.7  6.6 
6.7  6.U 
6.1;  5.9 
6.5  6.2 
6.2  5.9 


5.0 
U.8 

5.1 
li.6 

U.7 

5.0 
U.8 
5.1* 
5.1 
5.1 
5.0 
5.1 
5.1 


Percent 

■  p   ■■_■  ■  ■ 

5.2 

5.3 
5.h 
5.2 
5.2 
$.3 
$.3 
5.7 
5.3 
5.6 
5.3 
5.3 


Percent 


5.3 
5.3 
5.k 

5.1 
5.1 
5.U 
5.3 
5.6 
$.$ 
5.ii 
5.2 
5.2 
5.1* 


5.U 
5.3 
6.0 

5.0 
5.1 
5.8 
5.8 
6.5 
6.1 
6.1 
6.0 
6.2 
5*9 


5.7 
5.6 
6.U 
6.1 

S.5 
6.2 
6.0 
6.6 
6.2 
7.0 
6.3 
6.3 
6o3 


United  States  2/ '  5.7   5.9  5.7 


5.0  $.k        5.3 


5.7  6.1 


1/  See  map,  page  2,  for  location  of  each  area. 

£/  Includes  7  additional  areas  not  shown  separately. 


5.6 
5.6 
5.9 
5.U 
5.3 
6.1 
5.7 
6.2 

6.3 

6.2 
6.1 
6.1 
5.9 


5.8 


loans  made  by  the  Federal  land  banks  declined  20  percent  and  loans  by  in- 
surance companies  5  percent,  but  these  declines  were  largely  offset  by 
increases  in  loans  made  by  commercial  banks  and  miscellaneous  lenders. 

UPWARD  TREND  IN  LAND  PRICES  EXPECTED 
TO  CONTINUE  IN  1959 

Most  of  the  forces  behind  the  rise  in  prices  of  farm  real  estate 
since  the  recent  upturn  in  195U  will  be  present  in  1959.     Carryover  effects 
of  higher  farm  income  in  1958  and  continued  recovery  of  the  general  economy 
are  likely  to  give  additional  impetus  to  the  rise  through  the  winter  and 
early  spring  of  1959.     Even  though  the  trend  may  lose  some  of  its  momentum 
in  the  last  half  of  the  year  if  farm  income  declines  as  expected,   the  total 
increase  in  the  national  index  of  land  prices  for  the  year  could  still  be 
as  large  as  the  6-percent  rise  in  1958. 
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Expectations  of  Reporters  as  to  Trends  in  Land  Prices 

Although  the  predominant  opinion  of  farm  real  estate  reporters  as  of 
October  1,  1958 t   was  that  prices  of  land  would  remain  about  the  same  for 
the  next  6  months,  20  percent  said  they  expected  prices  to  increase.  This 
is  about  double  the  proportion  of  a  year  ago  who  expected  increases.  Less 
than  5  percent  of  the  reporters  expected  prices  to  decline  in  the  next 
6  months.  This  general  pattern  of  expectations  was  found  in  all  major 
areas  and  for  all  classes  of  land  this  fall.  The  strongest  consensus  that 
prices  would  increase  further  was  reported  in  the  spring  wheat,  western  Corn 
Belt  and  southern  range  livestock  areas  where  excellent  crops  and  favorable 
prices  for  livestock  have  raised  farm  income.  Conversely,  opinions  of 
reporters  in  the  dairy  and  wheat  areas  of  the  Northwest  were  more  evenly- 
distributed  between  those  who  expected  increases,  and  those  who  expected 
decreases. 

Expectations  as  to  probable  trends  in  prices  for  the  next  5  years  also 
were  obtained  in  the  October  1958  survey.  A  similar  expression  of  opinion 
was  obtained  in  the  October  1955  survey.  Comparison  of  reporters'  opinions 
as  of  these  two  dates  shows  a  marked  increase  in  the  proportion  who  expected 
prices  to  increase  further  and  a  corresponding  decline  in  those  who  expected 
prices  to  decline.  In  October  1955>  only  about  a  fifth  of  the  reporters 
thought  prices  would  increase  further  in  the  following  5  years,  whereas  in 
1958 9   about  half  held  this  opinion.  Expectations  of  a  decline  dropped 
from  a  third  of  all  reporters  in  1955  to  less  than  20  percent  in  1958.  Those 
who  thought  prices  would  remain  about  the  same  declined  from  U3  percent  of 
the  total  in  1955  to  less  than  a  third  in  1958. 

Demand  for  and  Supply  of  Farmland  in  1959 

With  1958  net  income  on  most  major  types  of  farms  expected  to  be  the 
highest  in  several  years,  more  than  the„  usual  number  of  farmers  will  be  able 
to  make  new  capital  investments  in  1959.  Individual  circumstances  and  pref- 
erences will  determine  the  allocation  among  capital  investments  and  between 
such  investments  and  savings  or  spending  for  family  living.  However,  in 
recent  years  significant  numbers  of  farmers  have  shown  a  strong  desire  to 
enlarge  their  operating  units  when  circumstances  permitted.  Nationally, 
about  2  percent  of  the  farms  were  larger  in  1958  than  in  1957.  About  half 
of  these  became  larger  through  the  renting  of  land,  and  half  through  buying 
it.  These  purchases  for  farm  enlargement  accounted  for  about  two-fifths  of 
all  land  transfers  last  year,  about  double  the  proportion  in  1950.  There 
is  no  reason  to  expect  a  slackening  in  the  demand  for  land  for  farm-enlarge- 
ment purposes  on  the  part  of  present  farmers. 

High  levels  of  nonfarm  income,  industrial  and  urban  growth,  and  a 
rising  general  price  level  have  also  contributed  i^o  the  uptrend  in  prices 
of  farm  real  estate  in  recent  years.  The  probable  acceleration  of  the 
Federal  highway  program  in  1959  will  serve  to  diffuse  the  effects  of 
nonagricultural  demands  for  land  even  farther  into  rural  areas.  Some  increase 
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can  be  expected  in  the  rate  at  which  rights-of-way  are  acquired  and  in  land 
market  activity  in  the  areas  adjacent  to  proposed  interchanges.     Past  exper- 
ience in  toll-road  construction  showed  that  where  fanning  operations  are 
disrupted  by  rights-of-way  takings,  a  substantial  proportion  of  the  farmers 
affected  looked  for  other  farms,   or  for  land  to  replace  that  taken.     Because 
the  supply  of  farmland  on  the  market  is  limited,  such  demand  extends  away 
from  the  general  path  of  the  highway,  and  market  prices  may  be  bid  up  over 
a  relatively  wide  area. 

The  supply  side  of  the  market  can  be  expected  to  be  an  important 
determinant  of  market  trends  in  1959  as  it  has  been  in  the  last  several 
year.     The  bulk  of  the  land  offered  for  sale  has  resulted  from  estate  settle- 
ments,  retirements,  and  movement  of  farmers  out  of  agriculture.     Transfers 
resulting  from  financial  distress  have  been  rare  and  should  be  even  less 
frequent  in  1959.     Although  the  rate  of  return  on  the  current  market  value 
of  farmland  has  generally  declined  during  the  last  several  years,  return 
on  other  investments  such  as  stocks  have  also  declined.     If  capital  appre- 
ciation is  counted  as  a  part  of  the  annual  return  and  an  allowance  is  made 
for  the  tax  on  capital  gains  that  would  be  due  if  the  land  were   sold,  con- 
tinued ownership  of  land  may  still  be  the  most  profitable  course  for  many 
individual  owners.     Until  a  significant  change  occurs  in  earnings  from 
land  and  in  the  expectations  for  capital  appreciation,  the  market  supply 
will  continue  to  be  limited. 

Recent  changes  in  agricultural  programs  will  have  varying  effects 
on  the  land  market,  depending  on  the  program,  the  area>  and  the  crop 
affected.     Higher  rates  of  payment  under  the  1959  Conservation  Reserve 
program  have  encouraged  participation  in  the  program  and  may  have  resulted 
in  the  retention  of  ownership  of  some  farms  that  would  have  been  sold 
otherwise.     An  assured  annual  income  under  this  program,  together  with 
Social  Security  income,  makes  it  possible  for  eligible  farmers  to  retire 
and  continue  to  live  on  the  farm.     Those  not  eligible  for  Social  Security 
can  continue  to  receive  a  return  from  their  land  while  working  at  nonfarm 
jobs.     Both  situations  tend  to  reduce  the  number  of  farms     that  would 
otherwise  have  been  offered  for  sale. 
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Table  6»-  Farm  real  estate:  Index  numbers  of  average  value  per  acre,  by  States 
and  farm  production  regions,  November  1958  and  selected  dates  1/ 

(191*7-1*9=100) 


In- 


state and  region  '.19h0  '.19$0  '.   195U  *.  1955 


March;  Nov*  ;  March;  July:  Nov< 


Maine- 

New  Hampshire- 
Vermont- 

Massachusetts- 
Rhode  Island- 
Connecticut— 

New  York 

New  Jersey— 
Pennsylvania- 
Delaware 

Maryland 


Northeast— 


Ohio 

Indiana- 

Illinois 

Iowa 

Missouri— 

Com  Belt 

Michigan 

Wisconsin—— 

Minnesota— 


Lake  States — 


Virginia 

West  Virginia- — — 

North  Carolina 

Kentucky— 

Tennessee— — 


Appalachian— 


South  Carolina 

Georgia 

Florida 

Alabama 


Southeast- 


69 
67 
58 
Ik 
66 

65 
$9 
62 
58 
$$ 
50 


1*6 
kh 
50 
51 

5o 


1*6 

58 
$$ 


kB 
58 
1*3 
1*2 
1*2 


1*3 
1*5 
57 
1*7 


1*8 


9$ 

91 

101 

99 
101 
100 
105 
103 
102 
98 
99 


109 
105 
107 
106 
109 
109 
117 
129 
130 
121* 
129 


IOI4. 
105 

10U 
106 
108 
111 
119 
132 

131* 
130 

136 


11U 
113 
112 
117 
122 


116 
117 
117 
122 
131 


126   135 
133   135 


156 
l$k 

153 


165 
161 
159 
162 


60   102   121 


123 


139   11*5 


101 
103 

108 
108 
106 


132 
137 
139 
125 
123 


11*1 

11*7 
11*2 

133 

130 


161 
166 
161 
11*2 
ll*o 


169 
172 

168 
11*6 
152 


k9      106   132 


139 


151*   160 


100 
101 
109 


128 
113 
127 


133 
113 
135 


152 
127 
160 


158 
130 
166 


$k      101*   122 


127 


11*7   152 


101 
9$ 
106 
102 
103 


129 
107 

133 
116 
116 


135 

110 
11*0 

115 

118 


152 
125 
151* 
127 
129 


160 

131 
158 
133 
136 


kh      103   123 


126 


97 

99 

91 

101 


120 
131* 
131* 
125 


121 
138 
11*1 
125 


136 
157 
183 
1U2 


11*1 
168 
199 
152 


99      129 


132 


156   166 


118 
119 
120 
126 

133 
138 
137 
168 
163 
163 
167 


11*7 


171 
173 
169 
11*7 
156 


158 
133 
171 


161 
132 
161 
133 
136 


11*3 
171 
213 
152 


120  123 

121  126 

121*  126 

130  135 

137  1142 

11*1  1U6 

11*2  1142 

173  180 

161*  169 

166  171 

170  175 

151  151* 


171*  175 

176  180 

173  176 

11*9  151* 

161  163 


162    165  168 


161  162 
135  136 
173  176 


151*   157  159 


165  171 

136  139 
16U  165 

137  H4I 
139  Hi3 


139   11*5     11*6   150  153 


11*7  151 

175  181 

219  229 

158  161 


171   176  182 


See  footnotes  at  end  of  table • 


Jontinued 
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Table  6»"*  Farm  real  estate:  Index  numbers  of  average  value  per  acre,  by  States 
and  farm  production  regions,  November  1958  and  selected  dates  1/  -  Con. 

(191*7-1*9=100) 


State  and  region 


191*0     :   1950  :  1951*  :  1955 


V&T 


1955" 


March:  Nov.  :  March:  July:  Nov. 


Mississippi- 
Arkansas-— 
Louisiana — 


1*6 

l*o 

57 


Delta  States 


1*6 


Oklahoma- 
Texas 


Southern  Plains 


5U 


North  Dakota » 

South  Dakota — 

Nebraska ■ 

Kansas 


1*8 

hi 
1*7 
U5 


Northern  Plains 


Montana 

Idaho— 

Wyoming-— 
Colorado — 
New  Mexico- 
Arizona 

Utah 

Nevada 


U6 


U3 
1*3 
1*0 
37 
36 
1*0 
U9 
1*9 


Mountain- 


Washington- 

Oregon 

California- 


la 


1*5 
111 
U2 


Pacific- 


U2 


United  States — 


U9 


106 
105 
105 


135 
12U 
132 


137 
126 

138 


159 
Ihh 
161 


169 
150 
170 


169 
15U 
17U 


10)4   129   132 


152   160 


50    108    128   136 
55 102    133   137 


Hi6   15U 

151   158 


155 
158 


103   132   137 


107 
111 
10U 
106 


13U 
135 
127 
125 


132 
139 
131* 

129 


150 
1U6 
131 
136 


156 

153 

11*1 

1I4I 


162 
156 

11;6 
11*7 


107 


10U 
107 
100 
10U 
107 

99 

107 

99 


129   133 


1U2 
130 
123 
128 

135 
135 
133 
137 


1U6 
1U2 
123 
128 
136 
137 
137 
139 


162 
152 
121 
121 
133 
11*5 
136 

H*5 


170 
155 
127 

128 

1U0 
15U 
lip. 
151 


171 

158 
128 
130 

Uil 

157 
11*2 
153 


10U   131*   136 


101 
99 
9k 


132  137 
123  128 
122   128 


11*7 
137 
11*7 


155 
U*3 
15U 


156 
11*1* 
158 


96   121*   130 


103 


128   133 


172  179 
157  159 

181  182 


163   167  170 


158  161* 
161  166 


150   157    157    160  165 


165  168 

161  165 

11*9  152 

150  151 


138   1U5    150   151*  156 


176  181 

161  161 

132  13U 

133  135 
11*1*  11*5 
161  16U 

1U5  11*5 

156  157 


139   1U6    11+8   151  153 


162  165 
11*7  150 

163  168 


1U6   153    156   161  165 


1U7   151*    156   159  163 


1/  All  farmlands  with  improvements  as  of  March  1,  except  as  indicated.  November 
1958  figures  are  preliminary. 
2/  Revised. 
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Table  7 •-  Farm  real  estate:  Index  numbers  of  average  value  per  acre,  by  States 
and  geographic  divisions,  November  1958  and  selected  dates  1/ 

(1912-ll*=100) 


State  and 
division 


1920 


1930 


1950 


1955 


1957 


lar.   :  Nov. 


1958 


Har.  :  July;  Nov. 


Maine 

New  Hampshire- 

Vermont 

Massachusetts 

Rhode  Island 

Connecticut * 

New  England 


New  York 

New  Jersey- 

Pennsylvania 

Mid.  Atlantic — 


Ohio 

Indiana — 
Illinois- 
Michigan— 
Wisconsin- 


E.  N.  Central — 


Minnesota- — 

Iowa 

Missouri 

North  Dakota- 
South  Dakota- 
Nebraska- 

Kansas 


W.  N.  Central — 


Delaware 

Maryland 

Virginia 

West  Virginia 

North  Carolina 

South  Carolina 

Georgia 

Florida 


S.  Atlantic 


1U2 
129 

150 

i!*o 

130 
137 


1U0 


133 
130 

mo 


159 

161 
160 
15U 
171 


161 


213 
213 
167 
11*5 
181 

179 
151 


139 
166 
189 
151* 
223 
230 
217 
178 


199 


121* 

111 
123 
131 
13U 

mo 


132 
136 

176 

152 

181* 
191 


11*5 
11*7 
181 
161 
197 
213 


158 
159 
195 
179 
223 
21*1 


162 

165 
201* 
187 
239 
259 


163 
167 
209 
193 
21*3 
261* 


127   157    169 


186 


19U 


103 

125 
107 


152 
191* 
157 


172 

21*9 
206 


193 
291* 
237 


195 
311 
21*8 


198 
317 
252 


136   106   157 


191* 


221 


228 


90 

80 

91 

121 

117 


167 
171* 
162 
198 
11*5 


231* 
21*9 
213 
263 
162 


267 
281 
21*2 
300 
183 


280 
288 
251 
311 
167 


285 
293 
25U 
311 

191 


96   166    219 


21*9 


258 


133 

113 

92 

9$ 

93 

113 

113 


169 
158 
121* 
115 
97 
130 
169 


210 
195 
153 
11*2 
121 
167 
205 


181*    109   11*2 


177 


21*8 
208 
172 
161 
127 
161* 
215 


258 
211* 
179 
167 
133 
176 
221* 


265 
215 
183 
175 
136 
182 
233 


190 


198 


111 

123 

13U 
105 

158 
101* 
100 
172 


158 
199 
235 
139 

31*1 
203 
181 
226 


210 
273 
313 
161 

1*51 
253 
252 


238 
307 
353 
183 
1*91* 

281; 

288 


257 
326 

373 
192 
509 
295 
306 


262 
335 
375 
191* 
518 
298 
313 


328  t   1*28 


1*65  t   1*97 


166 
171 
215 
199 
250 
269 


127      22I4        300        31*1* 


206 
327 
251* 


289 
297 
256 
318 
191* 


268 
218 
188 
178 
11*0 
186 
239 


383 
199 
530 
308 


171 
177 
219 
207 
260 
280 


198    203   210 


206 
31*0 
262 


231    237   21*1 


290 
301* 
263 
320 
196 


261    265   269 


271* 
226 
191 
181 

11*1* 
190 
21*1 


203    207   211 


267   275 
31*1   352 


397 
201* 
532 
315 


320   330 

&1     535 


362  :  371   380  390 


See  footnotes  at  end  of  table  . 


-Continued 
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Table  7«-  Farm  real  estate:  Index  numbers  of  average  value  per  acre,  by  States 
and  geographic  divisions,  November  1958  and  selected  dates  1/  -  Con, 

(1912-11^=100) 


State  and 
division 


Kentucky 

Tennessee 

Alabama 

Mississippi- 

E.  S.  Central 


Arkansas- 
Louisiana- 
Oklahoma- 
Texas 


W.  S.  Central 


Montana 

Idaho 

Wyoming 

Colorado — 
New  Mexico- 
Arizona 

Utah 

Nevada 


Mountain- 


Washington- 
Oregon 

California- 


1920 


Pacific- 


United  States — 


200 
200 
177 
218 


222 

198 
166 
171; 


126 
172 
177 
ll*l 
Ikh 
165 
167 
135 


139 
129 
167 


1930 


1950 


127 

123 

11*3 

122 


lip. 

132 
127 
138 


82 
130 
111 

89 
112 
139 
125 

98 


113 
111 
161* 


1955 


272  308 

265  303 

260  321 

2kk  317 


199   128    263  311 


2U7  297 

221  291 

202  25U 

181;  .  21*8 


177   136    192  25U 


132  186 

230  307 

183  225 

161  198 

232  295 

218  30J4 

179  229 

132  186 


II48   103   175  229 


210  285 
176  226 
220  301 


157   11*7    212  287 


173   Hi;    171*  22U 


1957 


Mar.   :  Nov. 


^0 
332 

365 

366 


356 
350 
391 
391 


3Ub 


366 


31*0 
3h0 
277 
273 


355 
358 
268 
286 


260 


293 


206 
327 
221 
187 
290 
320 
228 
191* 


216 
331; 
232 
198 
305 
31*1 
236 
201 


23U 


21*5 


306 

21*2 
31*5 


322 
252 
361 


323 


336 


2l*7 


258 


Mar. 


1958 
July:  Nov. 


358 
350 
391 
391 


361* 
366 
289 

285 


218 
310. 
231; 
202 
307 
31*7 
238 
205 


325 
251; 
370 


262 


368 
357 
1*05 
397 


368    378 


370 
382 
296 
290 


291;    300 


225 
3U6 
21*1 
205 

311* 

357 
21*2 
208 


21*9    255 


338 
259 
382 


31*5   356 


268 


379 
367 
1*12 

Ml 


389 


371* 
38U 
307 
299 


308 


230 
31*6 
2UU 
210 
316 
361* 

21*3 
210 


258 


31*2 
266 

321. 


365 


271* 


1/  All  farmlands  with  improvements  as  of  March  1,  except  as  indicated.  November 
19*^8  figures  are  preliminary. 
2/  Revised, 
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